Introduction 



Scope of enquiry 

The scope of our enquiry was limited for it was evident that a full analysis 
of the degree of interest of workers in the economic success of the firms in which 
they are employed and of the reasons for this interest, or lack of it, must take 
account of wide economic, social and political issues. The reactions of many 
workers towards their employer’s success in part reflects their views on such 
matters as the class structure of our present society; the virtues or weaknesses 
of a capitalist economy; the legitimacy of the profit motive; and the possible 
alternatives. It is influenced by such things as the structure of the educational 
system, the motives of the trade union movement and the economic and social 
philosophies of the political parties. These are issues we could not examine. 
We concentrated on more limited aspects of the problem, but this does not mean 
that our enquiry was so restricted as to be without value. The fact is that in 
spite of these general issues which affect all workers there is great variation in 
the degree of co-operation between management and employees in different 
companies. There are enough examples of managements which suceed in 
engaging the interest of their workers to suggest that industry itself can do much 
to influence their attitudes and to develop their responsibility and co-operation. 
Within these limits we found that the main factors determining workers’ attitudes 
ate the efficiency and the attitudes of management. 

Procedure 

We relied to a very considerable extent on the knowledge and expertise which 
exists about many of the problems in the Ministry of Labour. The Ministry 
prepared a series of memoranda on practices adopted by industry and on 
current thinking about certain problems by academics and others in the fields 
of social science, industrial management and industrial relations, both in this 
country and abroad, particularly in the U.S.A. The Ministry also collected 
information about the policies adopted in a number of other countries on 
certain problems. 

We formed the impression that there has been much less research into many 
of the problems in this country than in the U.S.A. Until recent years it has 
concentrated on such matters as individual psychology, conditions of work, 
fatigue, methods of selection and training. Some of this work has been valuable, 
but many important factors affecting attitudes to work and relations between 
management and employees have been ignored. More attention has been given 
recently to the sociological problems of industry and to industrial relations 
generally. The results of this work are beginning to be available. Much of 
the American research work is extremely interesting but is not always relevant 
to the special problems of British industry. There is scope for encouragement 
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of more research in this country, both by the Government and by industry, 
into such questions as the influence of working groups on individuals, the 
effect of wage structures on attitudes and the effect of the way work is organised 
on the satisfaction workers take in their jobs. 

In addition to studying the memoranda prepared by the Ministry and various 
recent publications which were of interest, we invited a number of people to 
discuss the subject with us on a personal basis. 
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1. The Role of Management 



1 In examining the role of management we are concerned chiefly with the 
part played by top management — the board of directors — and that is what we 
mean by “management” in this Part of our report. Top management’s first 
concern is the well-being of the enterprise. In order to secure this its main 
aim is to maximise profits, that is, to make goods (or produce services, etc.) of 
kinds and in quantities which will best enable the enterprise to continue in 
existence and if possible grow bigger. 

2 In carrying out this task, managements have to take into account three 
main interests: shareholders, consumers and employees. Relationships with 
these three groups differ greatly in character. 

3 Managements and shareholders often have a considerable degree of common 
interest. Some large shareholders, and especially institutional shareholders, 
seek a stability and a continuing assurance of prosperity in an enterprise which 
harmonise very much with management’s own aims, even though the motives 
may be different — ^tlie shareholder wanting a secure appreciation in the value 
of his investment, the management seeking the greater autonomy which increased 
assets confer. The power to replace management which a large shareholder 
may wield naturally conditions relations. But the identity of interest is by no 
means complete. In particular, many shareholders are interested in the share 
market as a whole rather than the fortunes of any individual firm; they will 
sell their shares if they consider them overvalued, and this in turn affects the 
firm’s credit and ability to raise capital. 

4 Still less do consumers care about the well-being of the enterprise as such. 
Their primary interest is to secure as good a product as possible as cheaply as 
possible. The fact that their ability to do this may depend on the well-being 
of the enterprises from which they buy goods is secondary. 

5 What of employees 7 Their primary interest is to maximise the wages and 
other benefits which they derive from their employer. Obviously their ability 
to do this is conditional on the well-being of the enterprise, but equally the 
well-being of the enterprise is not their primary object. 

6 All three groups — shareholders, consumers and employees — can exercise 
sanctions in pursuit of their interests. Shareholders can withhold capital and 
undermine credit, and large shareholders can replace managements. Consumers 
can go elsewhere for goods or do without them. Employees can leave or they 
can strike or take other coercive action. The power of these groups is constantly 
varying; for instance the power of employees is obviously greater when labour 
is scarce. 

7 In pursuing their own aim, managements have to balance the interests of 
the three groups. They cannot make the aims of the groups identical with their 
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own. Their success is measured by the degree to which they make the interests 
of the three groups overiap with their own. 

8 In their deaiings with employees there is a further generai consideration 
which managements must bear in mind. Their erapioyees do not act solely 
as individuals, but also as members of groups — ^many of them informal — with 
shared interests. The pattern of groups witliin an undertaking can be extremely 
intricate and constantly subject to change. Any one individual may at the same 
time be a member of several. The interests of groups stem initially from the 
interests of individuals, e.g. the desire of a group of piece-workers not to work 
so hard that the piece-rate is revised to their detriment, but in order to promote 
their ends groups impose a good deal of conformity on individuals. The work 
behaviour of individuals is subject to group regulation, and groups can exercise 
powerful sanctions over individuals by their ability to make life unpleasant for 
people who act in a way which is contrary to the aims of the group. 

9 The situation with which management is faced is thus extremely complex. 
Management may be only dimly aware of the existence of some groups — whose 
existence may be precarious and transient — and many groups may have no 
spokesman whom management can usefully consult. New groups will constantly 
be appearing and others dissolving as some people leave and newcomers arrive, 
as the working organisation changes and as some aims are satisfied or become 
irrelevant and other aims take their place. On top of this, there are the customs, 
pressures and groupings outside the place of work which may profoundly 
influence the attitudes of people at work, and of which management 
must take account as best it can. 

10 Naturally the interests of different groups of employees may clash. To 
take a simple example, the employees who make up a firm’s sales force as a 
group have an interest in meeting customers’ needs as far as possible and to 
this end may frequently want products adapted to meet individual specifications. 
This group’s interests will run counter to those of the group composed of 
employees on production work, who are best suited by an uninterrupted flow 
of standard products. 

11 From the management point of view the behaviour of employees mky often 
appear negative and unpredictable. In fact however groups act from a positive 
motive— the desire to promote, their own shared interests. The reason why 
their actions may tend to look unreasonable to managements may be partly 
that groups can act impulsively and also that often they do not have enough 
of the facts available to them, but also, more fundamentally, that their aims 
do not coincide with management’s aims. It is for managements, in this situa- 
tion, so to conduct their affairs that the interests of groups clash as little as 
possible with each other and are so far as possible brought into line with the 
aims of management. 

12 If this analysis is correct, then it follows that a number of commonly made 
assumptions about how efficiency can be improved have limited validity. For 
instance, the provision of financial incentives for the individual worker cannot 
on its own make people work with maximum efliciency. It leaves out of account 
the influence that work-groups exercise. Nor can joint consultation, as its 
advocates have sometimes thought in the past, enable a single common purpose 
to be established. It may help greatly to improve efficiency in the right con- 
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ditions but it cannot change the fact that the interests of managements and 
workers do not wholly coincide. Again it is clear that the attitudes of work- 
groups may have a very far-reaching effect on efficiency, irrespective of the 
attitudes of trade unions, if indeed the employees are organised in trade unions 
at all. In fact, it appears that while the policies of trade unions may reinforce or 
may counter the influence of work-groups, it is the work-group which usually 
wields a more powerful influence over the individual’s attitude than the trade 
union. Sometimes this is obvious enough — e.g. in tire docks — but the same 
applies in many other sectors of employment, even though the work-group is 
not usually so easily identifiable as the dock gang. 

13 It also follows from this analysis that good industrial relations do not of 
themselves result in efficient working. They can be produced at a cost of giving 
too little weight to other considerations. Conversely, aWtough bad industrial 
relations can never be an advantage in themselves, a firm may be fairly efficient 
despite bad relations with its employees. 

14 A very large number of factors may be relevant to management decisions, 
including many of which management’s knowledge is at best imperfect and 
many over which management has little or no control. The task is made no 
easier by the tangle of “myths” which tend to surround any organisation. Some 
of these myths are based on past events, which have become over-simplified 
and distorted as they have receded into the past. Others involve assumptions 
based on untested or mistaken premises. Others again have lost their validity 
as the situation has changed. In total they form a background of convention 
and assumption against which it is difficult to see the real situation in its true 
light. 

15 Efficient management therefore calls not only for the resource and drive 
which are traditionally associated with managerial prowess, but also a capacity 
to analyse correctly a complex situation, in which management’s own involve- 
ment makes objective analysis particularly difflcult. 

16 Unless a management can analyse its own situation correctly its manage- 
ment policies are bound to have haphazard results. It may for instance decide 
to introduce a new system of pay, but whether that system of pay will help or 
hinder efficiency may be decided by circumstances of which the management has 
no understanding and which it is quite unable to take into account. Even if a 
decision is correct, this does not mean — as managements often seem to hope — 
that any of management’s problems are solved in any final sense. Any decision, 
good or bad, merely creates a different situation with new problems. 

17 Management Consultants. No management can ever take every relevant 
factor fully into account. But many managements find it difficult even to make 
a start in analysing their own situation. They may be blinded by the prevailing 
mythology. A variety of human weaknesses — sloth, for instance, or feelings 
of insecurity — ^may also help to deter them from trying. Getting managements to 
face their own real problems is therefore, in many oases, the first step towards 
improved efficiency. Because the very thing that hinders managements from 
taking this step is their own involvement, outside advice, e.g., from management 
consultants, can be extremely helpful; though of course even the recognition 
that outside advice is needed may by very slow to come. 
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18 The Fawley agreements provide a well-known example of how management 
consultants can help a management to remedy a situation in which manpower 
is being used ineifioiently. They show that considerable resolution is required 
from management and that a willingness to abandon defensive attitudes and 
negotiate frankly is essential. Appeals to “reason” or to the national interest 
fall on deaf ears in a situation like this. Work-groups will be extremely reluctant 
to give up privileges they have won, and they will quite naturally insist on 
something in return. And the conclusion of an agreement is only a beginning. 
The changes themselves may give rise to fresh difficulties, and management 
needs to be vigilant to prevent bad practices developing again. 

19 There is clearly scope for more management initiatives of this character. 
We think that it is fairly generally accepted in industry that manpower is often 
used inefficiently. The way out of this situation is to be found in resolute and 
imaginative management coupled with a recognition that negotiation is essential 
to secure the abandonment of many wasteful practices. 

20 It is also particularly important that new undertakings should take the 
opportunity of introducing efficient practices from the start, when they are not 
hampered by a bad legacy from the past. We were told of an instance of this 
being done in the printing industry when a completely new establishment was 
being opened in the London area, although restrictive practices in printing are 
particularly rife there. It is also very important, especially from the point of 
view of incomes policy, to ensure that the benefits of agreements of the Fawley 
type do not spread to other estabhshments where circumstances do not justify 
them. Workers in the firm’s other establishments pressed for parity with the 
pay and conditions agreed at Fawley, and it needed determination on the part 
of the management to insist that changes in pay and conditions at each establish- 
ment must be settled in the light of conditions at that establishment. 

21 Recently some consultants have brought a radically new broad approach 
to their work. This involves examining every aspect of management and 
questioning all established practices. They are also prepared to help manage- 
ment and workers over some years to achieve a climate in which agreement 
to changes can be reached. This can only be done with a full awareness of the 
sociological implications of change. But not all consultants can do this. Very 
often they are specialists concentrating on introducing particular management 
techniques. The demand for consultants who can provide a wider approach is 
probably greater than their present resources can provide. Some consultants 
now realise the importance of the sociological implications of their work and 
have invited sociologists and other academics to act at advisers. It may be hoped 
that the information about consultants available from the bureau maintained 
jointly by the British Institute of Management and the Confederation of British 
Industry will help employers to choose consultants who can give them the sort 
of assistance they need. But it will be important for the Government to consider 
how industry can be encouraged to make use of the services that management 
consultants can supply and whether consultants in general should be encouraged 
to have a broader and more radical approach to the problems with which they 
deal. The Ministry of Labour should examine ways of doing this. 

22 If managements are to expect their employees to be efficient it is essential 
that they should themselves be efficient. Delays which are due to bad planning 
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by management naturally irritate employees (who are as likely to attribute the 
delays to malice as to lack of forethought) and make them cynical about appeals 
for co-operation in raising productivity. Dr. Lupton’s book “On the Shop 
Floor”* brings out that the lack of competitiveness in tire heavy electrical 
goods industry helped to create an atmosphere on the shop floor in which 
efficiency was not really believed to be necessary. 

23 Personnel Management. Efficient top management, including efficient 
management of labour and personnel, is therefore of the highest importance. 
Attitudes are gradually changing for the better. The Ministry of Labour 
through its advisory services has been promoting better practices and changes 
in attitudes for a considerable time now; ministerial speeches and the Ministry’s 
publications have also had an influence. Many companies now recognise that 
good labour management is an essential part of line management’s job and that 
it is short-sighted to allow this to take second place to production and organisa- 
tional problems. The tendency for firms to think of industrial relations as a 
matter for the employers’ associations and trade unions is diminishing. 

24 Personnel departments have an important part to play in improving labour 
management within the firm. Too often, however, their function is misunder- 
stood. They are sometimes thought of as specialists in smoothing over disputes 
and grievances, and the efficient use of labour has not been regarded as their 
business. There is however a tendency for more companies to appoint a 
personnel director to the board. A further extension of this is desirable. The 
calibre of personnel departments is not always impressive and not all personnel 
managers fully appreciate the possibilities of good personnel management. 
We think the Ministry of Labour should examine the general problem of the 
numbers, quality and status of personnel managers in industry and should 
discuss them with managements and others concerned. 

25 Improvement in the selection and training of management is undoubtedly 
desirable. We have not thought it profitable to go into this subject in detail, but 
it seems clear that developments in this field, including the setting up of new 
Business Schools, should help, provided that sufficient attention is given to 
those aspects of efficient labour management which we have been discussing in 
this Part of our report. We say this despite the fact that the academics we spoke 
to pointed out that the value of training for management could not be demon- 
strated. We think that this is far more likely to be because techniques for 
measuring the value of training are deficient than because training does not 
help. 

26 To secure their employees’ co-operation, managements must not only be 
efficient but make a conscious effort to get their employees involved and 
interested. This is a very difficult thing to do, and we say more about it later 
when we discuss communications (paragraphs 94-115). 

27 It is also very important that managements should value, and be seen to 
value, fairness. This is a concept which is shared by management, work-groups 
and employees alike, even though people’s ideas of what is fair in any particular 
case may vary. It is the general attitude which is important. For instance, the 
actual provision of information about something may not be necessary, but 
what is necessary is that management should make it clear that the information 

* Pergamon Press, 1963 (iO/-). 
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is available if wanted. Management should also be prepared to justify its 
actions if challenged. This means that higher managers will have on occasion 
to reverse decisions made by their juniors instead of feeling obliged on grounds 
of loyalty always to uphold them. 

28 We would say, then, that management’s general objective in its dealings 
with employees should be not to create a common purpose but on the basis of 
common interests to build up an atmosphere of trust and confidence. This is 
not something that can be done quickly, but that it can be done is indisputable. 
We were given an extremely interesting account of how this had been achieved in 
a small firm in the woollen industry. 

29 Management must also be concerned with organisation within the firm. 
It is essential for efficiency that the authority of those in management positions, 
the degree of discretion they may exercise and the relationship between the 
various levels of management should be clearly defined and understood. It is 
unreasonable to expect managers to fulfil their functions if they are uncertain 
about the limits of their authority and the degree of discretion they may use. 

30 In their efforts to improve efficiency, managements can be aided by statistics 
of various kinds. Such factors as labour turnover, absenteeism, sick leave, 
strikes etc., can all help to tell management whether morale is good and whether 
it is improving or declining, although naturally they have to be interpreted 
carefully. For instance, tlie introduction of a new sick pay scheme may for a 
time be accompanied by a rise in days lost through sickness, although morale 
may have risen as a^result of the introduction of the scheme. We think that the 
Ministry of Labour should study the possibility of producing regular statistics 
bearing on such factors as these, which would provide a background against 
which individual firms could compare their own performances and which 
would also provide information which might be the basis of valuable research. 
It would be desirable also to encourage firms to pay more attention to the kind 
of indices of morale which might be helpful to them. 

31 There is one final point we should like to make in this section. The circum- 
stances of different firms and different industries vary greatly. What may be 
possible for a firm with a high proportion of long-service employees may be 
out of the question for, say, a sltip-repairing or a civil engineering firm where 
there is invariably a high turnover of labour. All sorts of other special factors 
apply to particular situations. We have not been able to consider in detail the 
problems of particular industries, but have tried to concentrate on problems 
which are common to most of industry. It is apparent to us however that there 
is no one remedy which can be applied in all situations. The search for efficiency, 
and with it the need to harness the interest and energies of employees, is one 
which each individual undertaking has to make and go on making for itself. 
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2. Aspects of Management Policy 



The Foreman • 

32 The foreman’s position is an uneasy one. He has generally worked his 
way up from the shop floor, yet his job is basically managerial. Because of 
difierenoes of background, managements tend not to regard the foreman as one 
of themselves. This leads them to neglect him, failing to define his role and not 
giving him the authority he needs to do his job. But to most workers most of 
the time, the foreman is tlie management. If he is not integrated into the line 
of management, it will stop short of the shop floor. 

33 The foreman’s position has been becoming steadily more unsatisfactory. 
As machinery has advanced technically it has become more difficult for him 
to keep up and more necessary to have specialists of various sorts who take tasks 
over from him. Disciplinary powers have tended to be transferred from the 
foreman elsewhere. The development of joint consultation has often led to 
shop stewards being better informed about management policy than foremen. 
The foreman is asked to explain and justify management’s decisions on the 
shop floor without himself having been consulted or allowed to influence 
decisions. He is expected to understand and be articulate about the views of 
the workers under him. 

34 It is not surprising perhaps that many foremen do not match up fully to 
the responsibilities put on them by management. The situation has been made 
worse in the past in some industries by the tradition of promoting the best 
craftsmen on the shop floor to supervisory positions, regardless of whether 
they have the personal qualities for the job, though this tradition is disappearing. 

35 A further important disadvantage afiecting the foreman has been a whittling 
away of the diflferentials in pay and status with which he is rewarded. Workers on 
incentive rates of pay may be able to earn more than foremen. Often little 
effort is made to make the foreman feel he is a member of the management 
team. 

36 In recent years industry has been waking up to the consequences of its 
neglect of the foreman. The Ministry of Labour published reports on the 
selection and training of supervisors in 1954, 1962 and 1964 and these have 
contributed to progress. We were told of one firm where the foreman’s problems 
had been given a great deal of attention in recent years, and where it was now 
considered that the level of management next above needed urgent improve- 
■ment. It is quite clear- however that in industry asa whole there is a great deal 
to do before a satisfactory general standard can -be said to exist and we suggest 
that the Ministry of Labour should continue to promote improvement. 
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Middle Management 

37 Just as people now admit that the foreman has been neglected, it may be 
that soon it will be middle management on which attention will focus. Many 
of the people to whom we spoke mentioned that when workers were discontented 
their resentment fastened not on their immediate supervisors but on the rank 
above. 

38 To some extent this may be inevitable. By and large the supervisor is 
promoted from the shop floor and is felt by people on the shop floor to be one 
of their own kind. There is continuing personal contact with the supervisor. 
It is natural to blame “them” rather than the man you know; and he is only 
carrying out orders. 

39 Although it is diflScult to generalise, it seems that middle management 
often feels diffident and puts on to the foreman tasks which it should do itself. 
The process sometimes known as “contraction”, whereby a manager calls a 
meeting of (or otherwise communicates with) all the employees under his 
command, is not common in British industry, and yet if a middle management 
decision has to be explained to the people on the shop floor this may be the most 
satisfactory means of doing it. 

40 The problems of middle management are probably due in part to the fact 
that they tend to be cut off from both top management and the shop floor by 
social and educational differences, while lacking the status of the technical 
expert. An erosion of middle management’s responsibilities has also been 
taking place just as surely as that of the foreman’s. The proliferation of specialist 
and technical departments makes its tasks more complex and the area in which 
it can take decisions on its own initiative is far more limited. Joint consultation 
may give shop stewards rapid access to the top and make the middle ranks feel 
that their authority is being undermined. Technological developments, includ- 
ing the use of computers, also tend to increase the extent to which decisions can 
be taken at the top and so reduce the functions of middle management. 

41 The morale of middle managers can also be seriously affected by lack of 
adequate opportunities for promotion. It is common sense for firms to work 
out recruitment and promotion policies which wiU avoid this as far as possible, 
and to try to ensure that older members of middle management who will go no 
further do not become embittered and give up the effort to be efficient. 

42 As training for middle management is developed it is important that 
sufficient attention should be given to the need for training in the management 
of people and to the study of problems of organisation. 

Written Codes of Practice 

43 In Britain on the whole managements have preferred to avoid written 
codes of practice, fearing perhaps that they would imply rigidity. It is not 
however clear that they need do this. We were impressed by the account given 
us of the way in which practice in one firm is documented in writing. 

44 In this company internal policy is decided by the works council (we deal in 
paragraphs 106-115 with joint consultation as a whole) and embodied in written 
agreements which constitute the policy of the company. Both managements and 
employees are conversant with the agreements and accept that they must be 
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observed. It appears that the effect is not to handicap management but actually 
to give it greater freedom to manage since its area of responsibility is clearly 
defined. 

45 There are lessons to be learned from this. It is probably true that many 
managements do not know at all clearly what they can and cannot do. and are 
often inhibited from taking action which they should take for fear of causing 
unrest. At the least, a clearly defined written grievance procedure has obvious 
advantages. We were told of one company which for over 25 years has operated 
a grievance procedure which is highly valued by workers and also by manage- 
ment, who consider that acceptance of changes has been greatly eased by the 
fact that if these cause hardship to the individual worker he can appeal. 

Pay 

46 The pay is probably the most important thing for the very great majority 
of workers. It is after all what people work for. To the worker anomalies which 
may seem trival to management may be irritating and unfair. Industrial rela- 
tions are very unlikely to be good in a firm where the pay system works 
haphazardly or unprediotably or produces manifest inequities. 

47 Most managements do not give enough thought to their own pay systems 
and have no positive policy beyond the obvious one of wanting to keep down 
costs. This may be partly because of the rather narrow outlook and relative lack 
of interest which accountants and some top managements show towards labour 
costs. In fact pay is — or should be — an important instrument of management 
policy. 

48 We discuss in succeeding paragraphs different pay systems. There is, 
emphatically, no one particular pay system which is “right” and should be 
adopted by all. It is not even wholly clear that a good system of wages can 
actively promote greater efficiency — though the converse, that if wages are 
regarded by workers as unfair it impedes efficiency, is certainly true. 

49 There is evidence that incentive pay systems can raise productivity. This 
was the opinion of the representatives of a large public concern about the 
effect of piece-work systems at their factories. We were told, too, that in a 
small firm in the private sector the introduction of a piece-work system of pay 
had worked well and had had the effect of getting people to work at a reasonable 
pace. There is evidence that collective bonus systems can also have a valuable 
effect; as we have said before (paragraph 12), financial incentives for the 
individual worker cannot alone ensure maximum efficiency. But the intro- 
duction of a new incentive pay system is usually part of a comprehensive 
series of changes, and it is difficult to isolate the effect of the changed pay 
system alone. This applies for instance to some collective bonus systems which 
among other things incorporate novel and effective arrangements for consulta- 
tion. On the other hand some progressive firms are now moving away from 
incentive systems back to time-rates or to “high wage, high task” systems in- 
volving sophisticated work study and job evaluation. 

50 Obviously individual managements should be able to adopt pay systems 
suited to their own requirements. Pay settlements reached at national level 
leave a great deal which can only be settled by individual firms in negotiation 
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with workers’ representatives, and in fact individual managements generally 
find it helpful if they do not have to have responsibility also for discussions about 
basic levels of pay and general increases. But national settlements have their 
disadvantages; some nationally negotiated rates are low compared with actual 
earnings (e.g. in engineering) and this has undoubtedly been the cause of 
expedients such as “special” rates and bonuses which have distorted wage 
structures in many firms. 

51 It is of course essential that incomes policy should be taken into account in 
plant bargaining as well as in national negotiations. But there is no reason why 
this should be incompatible with the reshaping of pay systems by local bargaining 
to make them more effective. Indeed this may oflfer a useful opportunity to 
establish a closer relationship between earnings and productivity. 

52 We think it is important that industry should think more critically about 
pay systems. Research should be encouraged. Management training courses 
should include the study of methods of wage payment. Much more information 
about different wage systems should be made available and given publicity. 
The Ministry of Labour Gazette and other Government periodicals could 
be used for this, and information leaflets could be prepared for use in con- 
nection' with the Ministry of Labour’s Industrial Relations Service. We note 
that the Ministry has set up an advisory group to consider a further survey of 
payment by results systems in industry, which we hope will produce additional 
useful information. 

53 Piece-rates. The main reason for the spread of various forms of piece- 
rates in recent years has been the belief that they were the answer to the problem 
of how to raise productivity. The introduction of piece-rate systems in sub- 
stitution for time-rates does in fact often coincide with a rise in productivity. 
We have already pointed out that it is often difficult to say how much this is 
due to the new pay system and how much to other changes made at the same 
time. The fact of change itself may be an important factor. However it seems 
reasonable to ascribe the rise at any rate in part to the effect of piece-rates. 
Piece-rates have other advantages: they give an incentive to keep up the pace 
of work without close supervision ; they can allow some freedom to workers to 
choose when to work hard and when to ease off; and a worker on piece-rates 
can be reUed on to tell management quickly when supplies run short. 

54 On the other hand piece-rates can be said to undermine trust; they may 
appear to symbolise management’s lack of confidence in the willingness of their 
workers to work and perhaps in their own ability to manage. Nor do piece- 
rates result in people working as hard as they can; group pressures prevent 
workers from maximising their earnings. There is no objective way of fixing 
the piece-rate and it seems likely that in practice it is arrived at by “jobbing 
back” to a subjective assessment of what a reasonable rate of earnings would 
be. The fixing of new rates can cause friction and the compromise that results 
often proves too “loose” as workers become more used to the new set-up and 
their speed increases. Piece-work systems can easily lead to unjustified in- 
equalities in pay, and hinder mobility of labour within the estabUshment 
or changes in working methods because a worker who is earning a high rate 
on onejob will be unwilling to move to another where the rate is known to be 
“tight” or where through unfamiliarity with the task his speed of work will 
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drop. The more highly mechanised a plant the less the effort of the individual 
worker counts and the more unreal a system based on individual effort becomes. 
It seems that because piece-work systems are complicated they absorb a great 
deal of management time, and in fact one of management’s main pre-occupations 
is to see that no-one’s wage packet falls below a reasonable level at the end of 
the week. 

55 Piece-work systems encourage wage-drift. It seems likely that there is a 
tendency to allow rates to become “looser” as time goes on and this drives up 
earnings. Efforts by management to prevent this are weakened by competitive 
pressures to get new hiethods working and new products on the market, and 
the pressure of demand for labour often encourages management to turn a 
blind eye to “looseness” so that the earnings of men with scarce skills can rise. 
Adjustment of rates detected as “loose” is difficult because of trade union pres- 
sure, often embodied into agreements, against revision of rates while methods 
remain the same. When one group strikes a favourable bargain on piece-rates 
when new methods are being introduced, other groups demand adjustments to 
their own rates to restore differentials. As earnings of piece-workers go up 
there is also pressure from time-workers in the same establishment — e.g., 
maintenance workers — ^for their rates to be raised to enable them to catch up 
again. 

56 There is no evidence that industry generally is likely to abandon piece- 
rate systems quickly. An efficient management can no doubt make a piece- 
rate system work in rather unpropitious circumstances. Some other countries, 
such as Sweden, which are reputedly highly efficient make considerably more 
use of them than we do (though there is evidence that in the U.S.A. they are 
used less than in this country). Nevertheless there are real disadvantages, 
and firms should certainly be encouraged to reappraise the value of piece-work 
systems. The Ministry of Defence (Navy) has recently reviewed its system of 
payment by results for dockyard employees and has negotiated a revised scheme. 

57 We have already said (paragraph 21) that we think management consultants 
in general should be encouraged to take a broader approach to the problems with 
which they deal. This applies above all where piece-rate systems are concerned. 
Consultants are on the whole very ready to recommend payment-by-results 
systems, which may appear to pay off in the short-term but may in the process 
create serious long-term difficulties. 

58 Collective Bonus Schemes. Collective bonus schemes avoid some of the 
objections of individual piece-rate systems and obviously have attractions. 
We considered in particular a scheme based on the so-called “Scanlon Plan”, 
which originated in the U.S.A. between the wars and which — perhaps rather 
significantly — has not been extensively adopted there and has had relatively 
modest success, and has so far been little practised in Britain. 

59 This system has as its starting point the fixing of a ratio between total 
manpower costs and the total sales value of the goods produced. Subsequently 
any reduction in the ratio results in saving, and the amount saved is distributed 
in accordance with agreed arrangements. Under such a scheme as this higher 
productivity benefits everybody, and the work-group has no motive (as under an 
individual piece-rate system) for putting pressure on individiials to restrict 
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output. It should not be forgotten that the consumer, too, has a legitimate 
interest which can be met in so far as prices are reduced. 

60 In a complex factory where productivity depends on team work a collective 
incentive is clearly appropriate. Individual incentives, in contrast, may make 
co-operation more difficult. Nevertheless there are very real difficulties about a 
collective system. The fixing of the ratio between manpower costs and sales 
value is absolutely fundamental, but the ratio is almost certain to become 
progressively less realistic as time goes on. Moreover as an undertaking becomes 
more capital-intensive — and this is the general tendency — the ratio obviously 
ought to be adjusted. But these adjustments will be in a direction unfavourable 
from the point of view of the worker. Hence it is extremely difficult to change 
the ratio without undermining the whole system. 

61 Another difficulty is that a collective bonus tends to be remote from the 
individual worker, and so have little infiuenoe on attitudes to efficiency. This 
tendency can be counteracted by extensive consultative machinery, but it is 
doubtful how many managements are capable of the effort and imagination 
this requires. Again, bonuses may fluctuate and may do so despite increased 
efficiency on the part of workers and this can quickly cause dissatisfaction. 
(The same difficulty is liable to affect the incentive given by profit-sharing 
schemes, as paragraph 124 shows.) In one firm with a collective bonus scheme 
which we studied, a fail-back in production owing to sales difficulties meant 
that no bonus was paid for some months and this naturally caused a great deal 
of dissatisfaction. 

62 In our view the experiments which have been made in this country with 
collective bonus schemes are of great interest, and will certainly repay further 
study as experience accumulates. But it is too early to draw any firm conclusions 
about them. The Ministry of Labout will keep in touch with developments in 
firms employing collective bonus systems and publicise them generally in 
industry. 

63 Measured Day Work, High Day Rates and Merit-rating. A number of 
progressive firms have been abandoning piece-work systems as no longer 
appropriate to their circumstances and introducing such systems as measured 
day work, under which an employee is paid a time rate plus a bonus which is 
conditional on his maintaining a pre-determined level of output, or high day 
rates, where the employee is paid at a time rate which is coupled with the require- 
ment to maintain a high standard of output and is fixed on the assumption that 
that standard will be maintained. The level of output is fixed with the aid of 
work study, and efforts are made to make this as objective as possible. Joint 
procedures may be provided for settling stints and enforcing them. 

64 Some firms have developed merit-rating systems. Under these each 
individual worker is systematically assessed, usually by his immediate superior, 
in terms of performance, aptitudes and other qualities required to do his job. 
On this basis a “merit-rating” is arrived at and an appropriate bonus is added 
to the worker’s time-rate. The rating is usually reviewed either once or twice a 
year. Merit-rating is frequently applied to salaried staff also. Its main draw- 
back is the element of subjectivity which inevitably enters into the ratings. 

65 It is logical that developments of these and similar kinds should follow 
in circumstances where piece-rates have become irrelevant and inefficient. They 
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do not offer easy solutions. They require intelligent and determined manage- 
ment. Large and efficient work study units may be needed. Each system has 
other pitfalls of its own. Here too the Ministry of Labour could usefully promote 
wider knowledge of both the advantages and the difficulties in industry. 

Improved Security and Raising Workers’ Status 

66 There was wide agreement among the people with whom we talked that 
improved security and status for workers were extremely important from the 
point of view of workers’ attitudes. Many deep-seated objections to change on 
the part of workers are rooted in fear of the consequences of change. In the 
long run this can only be removed by a deliberate policy of improving security 
and status for workers. That this is so hardly needs explanation; if a firm is 
prepared, for example, to stand by its workers when they are sick or to provide 
pensions when they retire it is more likely to get-loyalty in return. We were told 
by one large public concern that the security it is able to offer its employees has 
been extremely helpful to its modernisation programme. 

67 There is no evidence that fear of unemployment makes people work 
harder. The Midlands has the highest level of employment in the country and 
is also one of the most efficient manufacturing areas. In fact it seems that the 
more prosperous the economy and the higher the level of employment the more 
likely workers are to be generally co-operative about measures to increase 
efficiency. Firms will also be better able to negotiate productivity agreements 
on the Fawley pattern. Conversely, memories of and stories about the un- 
employment of the “thirties” tend to make people cautious and opposed to 
labour-saving innovations. 

68 The status of workers in society today is much higher than in previous 
generations. But status in society is not the same thing as status at work. 
The Ministry of Labour has pursued an active policy of raising the security and 
status of workers in recent years. In part, this can be done by legislation. But 
legislation can only set minimum standards and is in any case not always an 
apt instrument, for example where the granting of staff status to manual workers 
is concerned. A major responsibility for raising standards must continue to 
rest with managements. 

69 The raising of standards costs money. From the point of view of incomes 
policy this cost can no more be neglected than that of straightforward agreements 
for higher wages; improvements in security and status must be paid for by 
increases in productivity. Up to now these improvements have played a 
relatively small part in negotiations in comparison with the settlement of pay 
claims. It is desirable that employers should recognise the economic benefits 
of giving their workers more security and better status. Trade unions also have 
given relatively little attention to these matters in the past, arid they too should 
realise the very considerable value of so-called “fringe benefits” to their members. 
We think it very important that the Government should continue to draw 
attention to the benefits of improved security and status, and should encourage 
consideration of the benefits of “all-in” settlements with fringe benefits included 
as well as or as an alternative to wage increases. 

70 The Ministry of Labour is now carrying out a survey of labour costs which 
will include the costs of various fringe benefits. This should be useful and we 
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suggest tliat the Ministry should consider collecting this kind of information at 
fairly frequent intervals. 

71 Staff Status for Manual Workers. Traditionally a sharp distinction is 
drawn in industry between the treatment of staff and of manual workers. 
Managements put more trust in staff and reward them with special privileges. 
Staff may have a sick pay scheme when manual workers do not, or they may 
have a more generous sick pay scheme, and so on. They usually enjoy more 
security in their jobs and the opportunities for promotion are often greater. 
Quite often they are entitled to longer holidays. 

72 Trust fosters loyalty; lack of trust by management breeds lack of con- 
fidence in management by employees. These traditional distinctions in status 
not only become less relevant every day but tend increasingly to encourage 
unhelpful attitudes. Differences in pay between staff and manual workers have 
often been greatly reduced or even vanished altogether. Technological advances 
lessen the differences in working conditions and also in the educational require- 
ments of employees. Greater equality in society as a whole is also making 
distinctions in industry less defensible. More and more frequently the question 
is asked why a skilled craftsman of many years’ standing should be put on a 
different and inferior footing compared with his daughter, recently engaged as 
a clerical worker. 

73 A fair number of firms have been taking the comparatively modest first 
step of abolishing “clocking-in”. To many workers clocking-in symbolises 
more clearly than anything else management’s lack of trust in its workers, 
and its abolition may be a much more important first move towards improving 
status than appears on the surface. It must be accompanied by an assumption 
of greater responsibility by supervisors, on whom falls the responsibility for 
ensuring that punctuality is observed. 

74 A few progressive firms have been putting into effect plans to give their 
workers staff status. They do not usually aim to give it to all. They decide a 
basis on which to award “staff conditions”. This may be length of service 
(say 20 years). It may be the degree of responsibility particular jobs carry. 
Or firms may simply select the people they regard as most reliable and award 
it to them. In the electricity supply industry an agreement has now been 
implemented the object of which is to give staff status to the great majority of 
manual workers. 

75 There are many difficulties. For instance, the fixing of an annual salary for a 
manual worker who has been used to overtime earnings and piece-rates may be 
extremely difficult. The worker will not accept it if it is fixed below his previous 
average earnings inclusive of overtime. If it is fixed high it can prove very 
expensive unless the worker accepts big improvements in working methods at 
the same time. First-class management is essential. 

76 There are also repercussions for white-collar workers. They have already 
seen a gradual disappearance of differentials in pay, and they may feel consider- 
able resentment if manual workers are now to share other privileges they have 
regarded as their own in the past. One result is likely to be that interest in 
white-collar unions, and consequently their bargaining strength will grow. The 
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period of adjustment to the new relationship between management and staff 
that this implies is likely to be strained. 

77 One aspect of the conditions under which white-collar workers are usually 
employed is that their salary advances with length of service. This is most unusual 
for manual workers, who often reach their full earnings capacity in their early 
twenties and face a decrease with declining physical fitness in their fifties. Some 
undertakings have however deliberately introduced wage scales under which 
wages increase with longer service. For instance one firm has negotiated a plan 
under which workers receive an annual increment with each additional year of 
service over the plan’s duration (1963-1967 in the first instance), and the union 
has agreed in return not to make any general wage claim during this period. 
New entrants will start at the basic rate in force at the start of the plan and will 
advance through the same increments (though there is provision for adjustment 
of the starting rate if increases in the cost of living make this necessary). The 
annual increments are of about 4 % — but the annual rise in the wages bill should 
be well below this because of labour turnover. 

78 It seems desirable that some consideration should be given in industry to 
the advantages of giving manual workers pay increases based on length of 
service. This should encourage loyalty and help to off-set failure to win pro- 
motion. It may be, too, that at present with many workers annual wage settle- 
ments take the place of incremental rises that white-collar workers enjoy, 
and it might help to moderate wage demands if negotiating rounds were not the 
only source from which workers could hope to secure a rise in pay. 

79 There has been considerable development of “mensualisation” or monthly- 
paid status in France, and also the introduction of seniority bonuses, which 
are typically of 3% after 3 years’ service, rising by 1% a year to 15% — or 
even beyond — for “mensual” workers. In Australia fortnightly rather than 
weekly payment is widespread. Some firms in this country now pay their manual 
workers at intervals longer than weekly, and although this can raise problems 
— e.g., the worker has to budget for a longer period — it has advantages in 
reducing the difference in status between staff and manual workers. 

80 It seems clear to us that for the future more and more firms will wish 
to give all their regular employees the same status, and that this trend should be 
encouraged. Firms need not only to be stimulated to make the change but to 
be given advice about how to overcome the difficulties. We think that the Ministry 
of Labour should collect and publicise information about developments, as 
well as helping firms through its advisory services. 

81 Dismissal. The Contracts of Employment Act 1963 has considerably 
improved minimum rights to notice. Workers are now entitled to at least one 
week’s notice after 26 weeks’ continuous service with an employer, increasing 
to at least two weeks after two years’ service and at least four weeks after five 
years’ service. For a great many workers this has meant a significant increase in 
security; before the Act came into force one week’s notice was the normal 
entitlement of weekly-paid workers, and in some industries it was less. It is 
the Ministry of Labour’s declared policy to encourage firms to give greater 
rights to notice voluntarily, and we think this is right. The Ministry might use- 
fully review prevailing standards after the Act has been in force for, say, three 
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years, and consider then whether more needs to be done to promote higher 
standards. 

82 Though valuable, rights to adequate notice do not in themselves give any 
security against arbitrary dismissal. An employer may legally terminate an 
employee’s contract at any time without giving any reason, provided that he 
gives due notice. In the eyes of the law employer and employee are equal 
partners to the contract of employment, and no account is taken of the fact that 
for an employee the loss of his job may well be a personal disaster whereas for 
an employer it does not have any such significance. 

83 Arbitrary dismissals may not be frequent but dismissals do in fact give 
rise to a significant proportion of industrial disputes. It would help to reduce 
the number of these and also to increase a sense of security in employees if 
procedures for appeal against dismissal could be further developed. 

84 In many firms workers may appeal against dismissal to a higher level of 
management. This provides a check on arbitrary dismissals and ensures that 
workers know where they stand. At present formal procedures for appeal 
against dismissal are not common in industry, though trade unions frequently 
take up cases on behalf of members and disagreements over dismissals may be 
considered through a firm’s or industry’s joint disputes procedure. Special 
appeals machinery has been set up in coal-mining, in the docks and in some 
individual firms. In one interesting example of a special procedure, no worker 
can be dismissed or disciplined (except for persistent lateness or absenteeism) 
unless his case has been heard by a misconduct committee chaired by manage- 
ment but with three shop stewards as its other members. Cases can in certain 
circumstances be reviewed by an appeals committee of similar constitution with a 
full-time trade union official present. The management appear to be satisfied 
with this system and have found shop stewards willing to judge cases on their 
merits. 

85 The Government have undertaken to give workers the right to proper 
safeguards against arbitrary dismissal and have accepted the International 
Labour Recommendation (No. 119) onTermination of Employment. A committee 
of the JointNational Advisory Councilisdiscussingdismissalprocedures. Workers 
ought to be safeguarded against arbitrary dismissal and increased security of 
this kind is likely to foster improved attitudes in industry. The existence of an 
established and known procedure governing dismissals within an undertaking 
is a useful step in itself. 

86 Provision for redundancy. We have no doubt that fear of redundancy and 
the sharp drop in income it may cause makes many people resist change. The 
Redundancy Payments Act 1965 has now made compensation to redundant 
workers compulsory. The Government have also now introduced an earnings- 
related unemployment and sickness benefit scheme. Both should help very 
considerably to reduce the fears associated with redundancy and so promote 
attitudes helpful to change and greater efficiency. 

87 Sick Pay Schemes. The people we talked to put a good sick pay scheme 
high in the list of priorities. They pointed out that sickness is a “universal” 
risk, and it was their experience that workers greatly appreciated the security 
given by a sick pay scheme. A good scheme protects the worker against too 

18 



Printed image digitised by the University of Southampton Library Digitisation Unit 



heavy a drop in income during sickness. The higher the standard of living to 
which workers have become accustomed, the more protection of this kind is 
valued. The Ministry of Labour published in 1964 the report of a survey of 
voluntary schemes carried out under the auspices of the National Joint Advisory 
Council. The survey showed that rather more than half of all employees were 
covered by sick pay arrangements and that sick pay schemes were spreading. 
On the other hand the proportion of employees covered varied a good deal 
between industries and also occupations, and the extent and nature of the cover 
given by schemes also varied considerably. Moreover the coverage of manual 
workers was much less complete than that of white-collar workers. 

88 We think the Ministry of Labour should follow up this report and encourage 
the setting up of satisfactory sick pay schemes. Earnings-related sickness benefit 
may affect the situation, but there will still be room for sick pay schemes. We 
agree with the conclusion in the report that there are good arguments to justify 
extending sick pay cover to all workers, but there is a long way to go before 
this objective is reached. 

89 Pension Schemes. The development by firms of pension schemes for their 
employees can also help to build up a sense of security and loyalty. Naturally 
they tend to be more highly valued by workers as they get older. One incidental 
advantage from management’s point of view is that they help to make it easier 
to retire people who have become unfit or inefficient. 

90 Many firms have set up schemes with the thought that these will help them 
to retain employees, who will not leave them if this means forfeiting pension 
rights. A committee of the National Joint Advisory Council* which has been 
considering the problem of preservation of pension rights on change of employ- 
ment has recently reported. We hope that this report will help to prepare the 
way for the introduction of general arrangements for preservation. 

91 Decasualisation. There are a number of industries in which there is such a 
large amount of casual employment that it is extremely difficult even to set about 
introducing better security or improving the status of workers in the ways we 
have been discussing. This applies particularly in the docks, ship-repairing and 
to a lesser extent construction and shipbuilding. 

92 Casual employment seems certain to be accompanied by short-sighted 
attitudes. The Devlin Report! has drawn attention to the sense of insecurity 
and the irresponsibility which go with a casual system of employment in the 
docks. Dock workers, and workers in shipyards, are as conservative in outlook 
and as resistant to change as any in the country. Employers in these industries 
naturally also take up defensive attitudes, and the result for labour relations and 
efficiency in general is bad. Conversely for a firm to have a high proportion 
of long-service employees definitely helps to create an atmosphere of co-opera- 
tion and trust. 

93 It seems to us important that the Government should take a positive 
attitude towards decausualisation in industries with a large casual element. 
This may mean a greater willingness than in the past to impose reform, even 

* ^Preservation of Pension Rights", 1965. B.M.S.O., 5j~. 

t Final Report of the Committee of Inquiry under the Rt. Hon. Lord Devlin into certain 
matters concerning the Port Transport Industry. August 1965. Cmnd. 2754, H.M.S.O., J0I-. 
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though there is positive resistance to deoasualisation in some cases. Workers 
who are accustomed to take a day off work when they like, or to move to another 
job where earnings are higher without giving any notice, often do not want to 
lose this freedom. But these obstacles should be overcome. The Devlin Report 
recommended the abolition of casual employment in the docks. The National 
Joint Council for the industry has endorsed this objective and is at present 
working out the practical means to put it into effect. Attention is being given 
to the problem in construction and shipbuilding and ship-repairing. The 
Minister of Labour has had talks on the application of the Act in those industries. 

Communications 

94 The subject of communications has received a good deal of attention in 
recent years, and its importance has rightly been emphasised. As the size of 
undertakings has in general increased and their organisation become more 
complex, more thou^t has had to be given to the need for those at the top to 
keep in touch with those below them and expecially on the shop floor. It is 
a mistake however to assume that communications are bound to be good in a 
small undertaking. A man who runs his own firm may be on excellent social 
terms with his employees but still keep very much to himself information 
about the running of the firm which he would do well to share. 

95 Good communications are in no way a substitute for good management, 
and in fact it is possible to imagine an improvement in communications actually 
upsetting relations because it clearly revealed the shortcomings of management. 
In practice, however, it is only an efficient management which is likely to realise 
the need for good communications and see that they are established. In general, 
too, where there is efficient organisation and the line of management is clearly 
defined, good communications will be facilitated. 

96 In communications the initiative lies with managements. Basically it is 
the attitude which matters. Managements must be genuinely determined to tell 
employees what they are doing and why, and to be aware of and understand the 
reactions of employees. If they succeed in this they will be able to engage 
more fully the interest and efforts of employees in the aims of the organisation. 
It is partly a matter of knowledge and partly of morale. 

97 Perhaps paradoxically, it appeared from our discussions that the external 
reputation of the undertaking is likely to influence the morale of employees as 
much as anything, and consequently a successful advertising compaign may well 
have a useful effect on relations with employees. We were told of a nationalised 
industry whose efforts to influence consumers and create the image of a well-run 
industry had had a good effect on morale. Another public concern told us their 
staff relations benefited because the public has a generally good opinion of the 
service they provide. Workers also take a pride in producing an article of quality. 
We heard about a large supplying firm which had found that a “ league 
table” kept by a major customer, comparing tlie quality of material produced by 
different suppliers, had had a direct impact on its workers. 

98 Useful lessons can be learned from the experience of the Bell Telephone 
Company in the United States. The Bell Company have made it their policy 
over many years to set out clearly the objectives and plans of the company 
and make sure that management and other employees are fully aware of them. 
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A campaign of this kind must be consistently carried out over a long period to 
be successful. 

99 Management has a wide range of techniques of communication at its 
disposal. The best and most direct is constant personal contact. In large under- 
takings constant contact with all employees is obviously impossible, but a great 
deal more can be done than is sometimes imagined. 

100 We have already referred in paragraph 39 to what is sometimes called 
“contraction”. There is much to be said for managers choosing suitable 
opportunities to communicate directly with all the employees under their 
command. Regular meetings between managers and their subordinates, where 
management policy can be explained, can be valuable. Where meetings are not 
possible, a personal letter to all employees may be useful. This not only helps 
to make management’s views known but also does something to dispel the idea 
of a remote impersonal management — “them”. 

101 Managements need to think carefully about written communication. 
Careful selection is necessary, because nothing is more likely to defeat the 
object of communication than the passing on of masses of undigested and 
irrelevant information. House journals can be useful if they are of a high 
standard ; it helps to ensure they are read if they include material of interest to 
workers’ families, and trade union news. 

102 In our discussions it was emphasised that employees are interested in 
hearing news about how their own particular part of the organisation is doing. 
We heard of one example of a magazine produced on a divisional basis with 
only a small percentage of national news. 

103 The provision of financial information about the organisation may help- 
At one small firm the management showed the actual cost accounts used by 
management to their workpeople at a difficult period for the industry, and the 
black and red figures for profit and loss showed unmistakably what was 
happening. This helped to create a sense of shared difficulties and made a 
remarkable impact on attitudes. On the other hand, at another firm efforts to 
get employees interested in the company’s annual balance sheet met with little 
response. What does seem clear is that employees will strongly resent any 
feeling that information is being deliberately withheld from them. This leads 
■back to the point that it is the attitude of management which is fundamental 
in communications. 

104 It would not be profitable for us to go into the techniques of com- 
munication in greater detail. They do need thought, however, and there can 
be little doubt that it helps to stimulate ideas if information about what parti- 
■cular firms are doing is freely available and developments are given publicity. 

105 In the autumn of 1963 the Ministry of Labour published a study of 
■communications carried out for the National Joint Advisory Gouneil under the 
title “People at Work”.’* In the spring of 1964 the then Minister of Labour 
held a top-level conference of industrialists to discuss the subject and followed 
■this up with regional conferences (in which trade unionists as well as employers 
'took part) in, Newcastle, and Glasgow. We think that the Ministry of Labour 

* H.M.S.O., 216. ~ 
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should continue by the various means open to it, including the publication of 
material and through its advisory services, to promote better communications 
in industry. 

106 Consultation. Joint consultation is in fact one aspect of communications. 
Managements need to know what their employees’ views are. Beyond a certain, 
fairly small, size of undertaking managers cannot hope to do this entirely by 
personal contact, though they can and should make sure that they see at least 
a reasonable cross-section of employees. Information about employees’ 
attitudes should also come up the management chain of command. This 
may still not be sufficient, however, and formal arrangements for consultation 
with employees’ representatives may then be made use of. 

107 Machinery for joint consultation is not so widespread as might be assumed. 
While practically all really big firms are thought to have it, according to a fairly 
rough and ready survey made by the Ministry of Labour in 1957 about 65% 
of firms in private manufacturing industry employing upwards of 500 employees 
manage with no consultative machinery. These figures may have under- 
estimated the number of firms with machinery, and it may also be that the 
number has increased since 1957. 



108 The purpose of consultative machinery has sometimes been misunder- 
stood. It cannot create a common purpose. Nor can it be used simply as a 
medium for disseminating management decisions. What it can do, in its generally 
accepted form, is to enable management to explain proposals to representa- 
tives of workers, to hear their reactions and in the light of discussion to reach 
firm decisions which take workers’ views into full account. In essence, manage- 
ment recognises that it cannot make the right decision without consultation, 
and consultation becomes part of the decision-making process. 

109 In theory, then, a sharp distinction is drawn between consultation, in 
which management retains the ultimate right of decision, and negotiation, in 
which it is recognised that decisions are to be reached Jointly. In practice, 
however, there is no shai-p borderline, and the scope of consultation and 
negotiation varies from firm to firm and industry to industry, as well as from 
one time to another in the same firm. That this is so does no more than reflect 
the realities of the power situation; if for instance workers feet strongly enough 
about a particular matter and are strongly placed to do so they may be ready to 
oppose a decision they regard as wrong by a strike, regardless of whether it is 
formally a matter for consultation or negotiation. 

110 We have no doubt that good consultative machinery can help to influence 
attitudes for the better, A large public concern told us they had been able 
to introduce far-reaching changes smoothly because of advance consultation. 
A small firm in the woollen industry practising a highly developed form of 
consultation succeeded in persuading its workers to agree to the introduction 
of multiple loom weaving (which had previously been rejected by workers in 
other firms in the industry) despite the.fact that in the longer term it could have 
meant redundancy for about half the firm’s weavers. Other instances are quoted 
in the publication “People at Work’’.'* On the other hand machinery for 
consultation may become fossilised. There are cases of extensive consultative 
machinery where the arrangements are too formal and do not produce results. 

• H.M.S.O., 216. 
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111 Effective consultation needs a high level of management competence; 
readiness by managers to discuss important issues, such as the efficient use of 
labour, provision for redundancy, productivity and the organisation of work; 
and ability to explain, advocate and defend the management position. Em- 
ployees’ representatives must really represent their constituents. This is 
absolutely crucial. Without it the machinery is useless, or worse, because it 
results in the existence of a set-up within the undertaking which is irrelevant 
but may be very difficult to get rid of once it has become established. We were 
told of one firm who regard the danger of this as so serious that they prefer to 
rely on informal contact between managers and workers rather than formal 
arrangements for consultation. 

112 The workers’ representative’s role is very difficult, and this is often not 
sufficiently appreciated. The works councillor or shop steward is subject to 
conflicting pressures from four directions. There are his constituents, whom he 
must try to represent; there is the management, which employs him and controls 
his prospects of advancement; there are his fellow workers’ representatives, 
who form views collectively; and finally there is his trade union. 

113 Managements can do much to help their workers’ representatives. They 
can provide facilities for elections and make it easy for as many workers as 
possible to vote. They can enhance representatives’ prestige. For example, 
a local manager in one of the concerns with which we had discussions went 
out of his way to invite a local union official to accompany him on a visit to 
look at new machinery installed in another part of the country. They can, 
as at another firm with whom we had discussions, make a point of dealing 
generally with local elected representatives, rather than with full-time union 
officials. (On the other hand there are dangers; at one large firm, for instance, 
at any rate until recently, the shop stewards had gained an ascendancy bordering 
on anarchy which enabled them to override official union policies.) Managements 
should give workers’ representatives reasonable opportunities to report back 
to their constituents. They should also avoid putting on workers’ representatives 
the responsibility for explaining and justifying management policy; it is not 
their job, they are unlikely to do it well and they may well lose the confidence 
of their constituents in the process. 

114 It may be that the training of shop stewards could make an important 
contribution. The better informed the shop steward is, and the wider his out- 
look is, the more likely it is that he will be able to represent workers’ interest 
in a responsible way. In 1960 the Trades Union Congress and the British 
Employers Confederation issued a joint statement on the training of shop 
stewards which may have helped to stimulate more and better training for 
shop stewards. However, there is a lack of information about the extent and 
quality of training shop stewards receive. The Ministry of Labour should con- 
sider whether more needs to be done and, if so, how the Government might help. 

115 In many European countries there is legislation making joint works 
councils compulsory. We do not think that this had been wholly successful 
in those countries or that it would be desirable here. As we have said, consulta- 
tion is only useful if practised in the right spirit, and consultative machinery 
which does not work properly may actually hinder efficiency. We consider that 
progress can best be made by the Ministry of Labour continuing to promote 
the proper practice of joint consultation in industry on a voluntary basis. 
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Co-determination 

116 In some countries co-determination, in which management shares its 
decision-making powers with workers’ representatives (either over its full range 
of activities or over certain specified activities), is made compulsory by law. 
In Western Germany under an Act of 1951 the executive boards of companies 
in the coal and iron and steel industries have over them supervisory boards 
composed of equal numbers of employee and shareholder representatives to- 
gether with another member acceptable to both sides and appointed by them. 
One of the members of the executive board must be a labour director, responsible 
for personnel matters; he is usually nominated by the union and cannot be 
dismissed without the sanction of the majority of the employee representatives on 
the supervisory board. There, is also provision in Western Germany under 
Acts of 1952 and 1955 for compulsory works councils which have rights of 
co-determination in various aspects of conditions of employment. Opinions 
differ, but the German system is generally thought to work fairly adequately. 
There is however little evidence that it would be worth transplanting here. It 
has in fact many features which are only explicable in the light of the way 
company law has developed in Germany and of economic and social circum- 
stances peculiar to Germany. 

117 Co-determination has also developed in Yugoslavia in the form of 
workers’ councils in each firm. The workers’ council approves a plan for 
the firm, makes general decisions about its execution and appoints (and dis- 
misses) members of the management board, which is responsible for the carrying 
out of the plan. This system also is very much the product of particular historical 
circumstances. 

118 As we have explained, orthodox joint consultation in this country stops 
short of co-determination. There are however notable examples of consulta- 
tion beyond the level generally accepted as normal. 

119 We mentioned in paragraph 44 one firm where company policy is decided 
by the works council and is fully documented by written agreements. Decisions 
have to be taken unanimously and disagreements are resolved by a process of 
persuasion, argument and negotiation over a period of time. This system puts 
heavy responsibility on workers’ representatives. We were told that it has 
had the e&ct of enabling management to manage much more effectively, since 
the codification of agreed policy has given it the necessary authority and freedom 
to do so. 

120 One small firm with whom we had discussions has developed consulta- 
tion in a more orthodox way. By insisting on close and full consultation on its 
works council they have reached a point at which they accept that it is virtually 
impossible for management to take an arbitrary decision since their workers 
would always want to know the reason? for it. Here again the result appears 
to have been to enable the firm to run more efificiently. We were in fact told 
that the firm had recently been able to diversify and increase its production 
by 70 % 'Over a period of four months without any increase in machinery or 
manpower, and that this would have been impossible if there had* not been an 
atmosphere of trust between employer and employee. 
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121 We do not think that in tliis country compulsory co-determination would 
be likely to alter attitudes for the better in industry. It would certainly not 
create a common purpose. It would also be most unlikely to result in under- 
takings being run better or in employees taking a greater interest in improving, 
efficiency. We do consider however that the experiences of firms such as those 
described above which have developed joint consultation to an unusual extent 
should be studied, and that the Ministry of Labour should encourage others 
to study the results and consider how they themselves might apply the lessons 
in practice. 

Profit-sharing and Co-partnership 

122 Under profit-sharing schemes employees receive, in addition to their 
wages, a share in the profits realised by the undertaking. The size of the share 
is usually fixed beforehand. Co-partnership is less clearly defined, but means 
in general arrangements whereby the employees can acquire some share in the 
control of the undertaking either by owning share capital or in other ways. 

123 The last survey of profit-sharing and co-partnership schemes was made by 
the Ministry of Labour at the end of 1954 and the results published in the 
Ministry of Labour Gazette for May 1956. This survey showed that some 

520.000 employees were covered by profit-sharing arrangements run by rather 
over 500 different firms. The figures are believed to be broadly similar today. 
In 1954 the average amount of bonus under schemes in which the size of the 
share was fixed beforehand was nearly £29, representing a 5.9% addition in 
income. Rather less than a fifth of the firms concerned employed upwards of 

1.000 employees. The firms running schemes were distributed over a wide 
range of industries. A fairly small proportion of schemes involved co-partnership 
in one form or another, but these did include 28 schemes under which the 
profit was in the form of shares which gave employee-shareholders voting 
rights — and under six of these there was provision for employees to be repre- 
sented on the board of directors. 

124 No extravagant hopes can be founded on the extension of schemes of this 
kind. The financial incentive which profit-sharing gives is generally too remote 
to have a significant direct impact on attitudes to work. Profit-sharing can 
also be crude in its effects. The efforts of employees are only one of the factors 
which determine whether a profit is made in a particular year, and if in any 
year no profits are made despite increased co-operation by workers it is likely 
to cause resentment. Indeed, if the bonus is designed to be big enough to be 
worth having, the fluctuations to which market conditions make it subject can 
create insecurity and uncertainty for employees. Employees, it may be argued, 
have enough at stake in their jobs without being asked to accept this risk also. 

125 This is not to deny that there are some excellent firms which practise 
profit-sharing. In one very large firm the average bonus to each employee in 
1964 was £ie3.^and in 1963 the amount distributed was the equivalent of 7% 
of total r^unefation. A small firm practising profit-sharing told us that they 
believed irhad helped them because their employees really have felt that if 
they worked harder and the firm did better as a result they would share the 
benefits. In the right circumstances, therefore, and together with other sensible 
management policies, it may be that profit-sharing can help. 
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Job Satisfaction 

126 A contented worker is not necessarily an efficient worker. A man with a 
skill in some traditional craft may derive satisfaction from a job which is not 
economically justifiable or may prefer to work far more painstakingly and care- 
fully than is necessary or, from the point of view of speed, desirable. A con- 
tented work-force may simply be one which a slack management has allowed to 
develop practices which suit its comfort and convenience but conflict with 
efficiency, and the fact that workers are not dissatisfied may make management 
unjustifiably complacent. Nevertheless it seems obvious that workers who 
•derive satisfaction from their jobs are likely to be more efficient, other things 
being equal. 

127 Research in job satisfaction tends to deal with matters which are highly 
•subjective and the results are difficult to evaluate. This does not mean that it 
is not worth carrying out or that more should not be done. More would in fact 
probably be useful, despite the difficulties. The attitudes of white-collar workers 
in particular would perhaps repay further study; we were given the impression 
that dissatisfaction with jobs may be spreading in white-collar employment 
where on the whole it has not so far been prevalent. 

128 An important element in job satisfaction is the feeling that one is working 
for a successful undertaking that stands high in public estimation. We have 
•already referred to this in discussing communications (see paragraph 97) and 
noted that a successful advertising campaign may have the incidental effect of 
raising employees’ morale. 

129 A worker’s attitude to his job is also very dependent on the informal 
social organisation in the undertaking, in which the influence of work-groups 
may make itself felt strongly. Dr. Lupton’s book “On the Shop Floor’’* 
illustrates how diverse relations may be: in the garment-making factory he 
studied there was little connection between social groups and work-groups, 
and management’s aims were by and large accepted by the workers, whereas in 
the firm manufacturing heavy electrical goods, work-groups and social groups 
were closely connected and work-groups exercised a powerful influence over 
individuals’ attitudes to their work, often in ways quite contrary to management’s 
aims. 



130 One of the outcomes of the well-known experiments conducted in the 
1930s by Elton Mayof was to show that improvements in the output of some of 
the groups studied were not related to improved physical conditions (e.g., 
better lighting) but simply to the fact that the workers concerned knew that 
they were being studied and that this gave an interest to their work which was 
■otherwise lacking. The moral of this seems to be that managements should take 
a real interest in their employees and what they are doing, and let it be known 
that they do. 



131 ^ The organisation of work may greatly influence relations at work. 
■Obviously if there are frequent delays and shortages of materials it will cause 
irritation. Recent research by Miss Joan Woodward** points to certain general 



* Pergamon Press, 1963 (,301-). 

t "Human Problems of an Industrial Civilization" (1933). Reprinted 1946. Harvard Business, 
I6I-. 

*• Industrial Organisation: Theory and Practice” (196S). Oxford University Press, SSf. 
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conclusions about the effect on relations with workers of different types of 
work organisation. Relations with workers on what she defines as batch 
production work (as in the motor-car industry) tend to be less good than with 
those either on unit production work (such as most craft work) or on continuous 
process work (such as chemicals or oil). On individual production work variety 
provides interest and workers have some control over quality. In continuous 
process work there tends to be a high ratio of managers to operatives, the latter 
working in small groups, and close relationships develop — especially as the 
managers concerned tend to be of good quality and to have more time available 
to devote to industrial relations. By contrast, in batch production work work- 
groups are large and difficult for supervisors to control closely; there is little 
opportunity to control quality; and because productivity usually depends on 
•speed of working, involving considerable effort and concentration by the worker, 
he feels himself under constant pressure. 

132 In seems sensible that, so far as technology permits, the organisation 
of work should be adapted to the human organisation. The extent to which 
this can be done in practice may however vary very much. We were given an 
account of a mechanised coal-mining process which was re-organised so that 
each shift carried out a complete cycle of work instead of this being split between 
three shifts; the change resulted in much improved morale and efficiency. 
However, in highly sophisticated modern processes the tendency is for the 
sequency of activities to be built into the plant at the construction stage, and the 
scope for subsequent adjustment is therefore limited. Tliis underlines the need 
for all members of management, including for example production engineers, 
to take account of human organisation in making plans, and not to regard this 
as solely a matter for the personnel department. 

133 One thing managers in batch production industry can do is to make sure 
there is an adequate ratio of supervisory staff to employees. We have mentioned 
the need for proper selection and training of supervisors in paragraph 36. 
It is equally necessary for the foreman to have enough time to attend to the 
management aspects of his job. There is evidence that firms which have made 
changes to permit this have benefited. 

134 Opportunities for promotion may well influence the degree of satisfaction 
a worker will have in his job. It is perhaps significant that relations with 
production workers in the iron and steel industry, where there are good 
opportunities for promotion from the shop floor, have traditionally been good. 
It seems possible that the [employee’s place in the hierarchy may increasingly be 
determined by his educational attainments and that avenues of promotion from 
the shop floor will consequently become fewer. Firms would be well advised, 
as this tendency develops, to give their employees opportunities for training 
and study winch will qualify them for promotion; and this is in any case good 
management practice. 

13$ It seems to us that more research on the various factors, including the 
infliuence of the work-group, which go to determine the worker’s attitude to 
his job might welt be useful. The development of automation and the rapid 
spread of other technological innovations make this all the more desirable. 
The Ministry of Labour should be fully informed about research in progress, 
help to ensure that the knowledge gained is made widely and promptly available, 
and consider what might usefully be done to encourage further research. 
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3. Employers’ Associations and Trade 
Unions 



136 Employers’ Associations. Employers’ associations are fairly widely 
criticised for adopting a negative attitude. Partly, no doubt, this is because 
their traditional role has been to fight defensive actions against wage and other 
claims from trade unions, and in doing this they have constantly to give ground. 
Obviously too the employers’ cause when represented collectively is unlikely 
to appeal to the sympathy of a large section of the public. 

137 Yet it can hardly be doubted that employers need to be organised. If 
any kind of national policy is to be applied to the settlement of wages and 
conditions in industry there must be organisations representative of employers’ 
interests in the various industries and also a central body representative of 
employers generally. 

138 Moreover it must be accepted that national wage agreements are here 
to stay. We have already said (paragraph 50) that individual managements must 
have scope to adopt pay systems suited to their own requirements. It is extremely 
important that national agreements should leave enough room for this, because 
employers’ associations are not in a position to conclude agreements of the 
Fawley type which provide for higher pay in return for definite improvements in 
efficiency of work. This is not a criticism of employers’ associations, but a 
reflection of the fact that agreements of this kind can only be concluded on the 
basis of the actual circumstances in the particular undertaking. For the national 
negotiations however organisations representative of employers are plainly 
necessary. 

139 Granted then that these bodies are necessary, it would help to promote 
better attitudes in industry if they appeared less negative in their outlook. 
They should take a longer view of the future, recognise for instance that wages 
and conditions are likely to go on improving and try to decide in what direction 
they as employers would like to see these improvements develop. Employers’ 
associations might also provide their members with an information service, 
for example about earnings and about personnel policies. But to do these 
things is at present beyond the resources of most, which have neither the staff, 
the money nor the leadership. Moreover there is the important point that 
employers, as such, are not naturally cohesive. An employers’ association is 
based on the common interests of employers as against those of employees, 
whereas in fact in any reasonably competitive industry there is a greater common 
interest between everyone in a firm — both employer and employees — as against 
those in other firms. 

140 Though they are less diversified than trade unions, there are too many 
employers’ associations in some industries and rationalisation would be 
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desirable. There might also be advantages if employers’ associations and 
trade associations could be merged. If the functions now usually (not always) 
performed separately by two different bodies were combined it could well 
result in a broader outlook and in a greater awareness of the importance of the 
settlement of pay and conditions not only to industrial relations (with which 
employers’ associations are preoccupied) but to efficiency and competitiveness. 
A merger of this kind has taken place recently in the chemical industry. 

141 There has been a major change in this direction with the establishment 
of the Confederation of British Industry, by the amalgamation of the British 
Employers’ Confederation, the Federation of British Industries and the National 
Association of British Manufacturers. It is too early to say what the effect on the 
structure of employers’ organisations and trade associations will be. A question 
yet to be answered is how the Confederation’s relations with the Trades Union 
Congress will develop. 

142 Another development of great importance is the setting up of the Royal 
Commission on Trade Unions and Employers’ Associations. Not a great deal 
of information is available at present about employers’ associations; they do 
not court the limelight and the great majority of them are not registered with 
the Registrar of Friendly Societies. The report should therefore throw more 
light on one of the less known parts of the industrial scene. 

143 It is clear that employers’ associations could be an important influence 
in the situation we have studied, but that up to now their influence has been 
less than it should be. The considerations which should influence Government 
attitudes towards them will have to take account of the activities of the Con- 
federation of British Industry and of the report of the Royal Commission. 

144 Trade Unions. Trade unions are freely criticised for being traditionalist 
in outlook. Some of this criticism is based on a misunderstanding of what 
they are there for. They do not exist in order to help employers to promote 
efficiency nor to protect the public interest. They are there to further the interests 
of their own members. They do not therefore have a primary interest in whether 
their members are working efficiently or not, or in what their attitudes are to 
their own particular jobs. Naturally however they should — and usually do 
understand that their own members’ interests are best served if industry generally 
is efficient and that it is wise to co-operate in efforts to improve efficiency 
provided sufficient account is taken of their members’ interests. 

145 'We have already pointed out (in paragraph 12) that trade unions may 
not have as powerful an influence on the attitude of the individual worker as 
the work-group to which he belongs. The situation of course varies very much 
from one industry or firm to another. For instance, at one small firm, we were 
told, the unions as a matter of policy do not interfere in arrangements which ate 
accepted by the workers actually affected. Conversely we heard of a large 
manufacturing firm which invariably approaches the unions first when seeking 
to introduce changes, since they have found them in general much more progres- 
sive in outlook than their employees, and when agreement is reached firm and 
union both seek through their respective channels to get the workers concerned 
to put the changes into effect. 

146 However, although there are distinct limits to the influence of trade unions 
on attitudes to work, their structure and activities are obviously very important. 
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The structure of the union movement in particular has a big influence in 
determining divisions between work-groups. Very often the existence of craft 
unions encourages the formation of work-groups which have a vested interest 
in opposing technological change. Unions which cover all the workers in an 
industry, or at any rate a logically separate group of them, e.g. all the manual 
workers in an industry, are from this point of view to be preferred. Moreover 
where a union’s fortunes are closely bound up with those of an industry, it may 
encourage the union to take a greater interest in developments which will make 
the industry efiioient and so be helpful, at least when the industry is prosperous 
and expanding. Conversely of course when an industry is contracting a union of 
this kind is likely to resist change, but it must be said that in some contracting 
nationalised industries the labour force has been substantially reduced with, 
on the whole, remarkably httle friction. 

147 There are many other respects in which the trade unions could be 
improved from the point of view of contributing to better attitudes at work. 
For instance, the shortage of paid union officials and of adequately qualified 
research staff lead to poor communications within the unions and ill-informed 
local representatives, and these in turn mean unnecessary misunderstanding 
and friction with managements and impose greater obstacles to change than 
need be. 

148 We have not attempted however to study the trade union situation in 
detail. We would only say that we do not think that attitudes in industry would 
be improved by the weakening of the trade unions. What is needed is rather an 
efficient and well organised trade union movement, in closer touch on the one 
hand with its membership and on the other with social and economic develop- 
ments affecting the whole nation. The Royal Commission on Trade Unions and 
Employers’ Associations should influence the way trade unions develop in the 
future. 
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4. Action by the Government 



149 We have reviewed a wide variety of subjects affecting relations between 
managements and workpeople and their effects on efficiency. In our report we 
have mentioned points on which we think Government action might improve 
attitudes and it may be useful to summarise our views on such action before 
summarising our general conclusions. The objective is, in simple terms, to 
increase efficiency by getting managements to manage better and encouraging 
workers’ co-operation. 

150 General Raising of Standards of Labour Management. The Ministry of 
Labour has for many years promoted the extension of sensible practices in 
the field of labour management through the Industrial Relations Service, 
publications, courses and conferences. In doing this it has been given the support 
of employer and trade union representatives on the National Joint Advisory 
Council, in the study of certain problems and the drawing up of agreed recom- 
mendations to industry. It has also collaborated with, and received help from, 
voluntary organisations such as the Industrial Society, the British Institute of 
Management and the Institute of Personnel Management, particularly in 
organising courses and conferences. The extent of this work can be illustrated 
by the fact that in the last three or four years particular attention has been given 
to the selection and training of supervisors, the training of shop stewards, sick 
pay schemes in industry, communications and pension schemes. There is at 
present a committee of the National Joint Advisory Council on dismissal 
procedures. This work should be developed. We think particular consideration 
should be given to two possibilities. 

151 First, the Ministry should extend its knowledge of current thinking and 
research on some of the subjects discussed in this report and its knowledge of 
changing practices in industry on these matters. It has recently reviewed its 
arrangements for keeping in touch with research and its Industrial Relations 
Service has contacts with firms throughout the country to keep in touch with 
significant new developments. It is important, however, that this information 
should be fully used and tliat the Ministry should be able to investigate mote 
promising developments in detail, consider their implications for policy and 
prepare material for publications and for the advisory activities of the Industrial 
Relations Service. 

152 Secondly, the advisory work of the Ministry should, we feel, have a 
greater influence than at present on practices in industry. Advisory work of this 
kind cannot be left to voluntary bodies whose membership is limited in the 
main to firms which are already reasonably knowledgeable, though the Ministry 
should collaborate with them so that the impact of both is as effective as possible. 
We felt in our discussions that there was a case for the Ministry strengthening 
its Industrial Relations Service with more staff of the necessary experience 
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and knowledge. The numbers are already being increased and we think this is 
a move in the right direction. 

153 Personnel Management. There is inadequate knowledge of the general 
problems of labour management in industry and some at any rate of the 
specialist personnel managers do not seem to have a full appreciation of the 
possibilities of good personnel management in promoting efficiency or to have 
the experience and qualifications for doing this. We think the Ministry should 
look into the numbers, quality and status of personnel managers in industry and 
should discuss these matters with managements and others concerned. In 
doing this account can be taken of the need to continue to promote more 
efficient supervision and middle management. (Paragraphs 23 — 42). 

154 Pay. More analysis of the effects of different pay systems and wider 
understanding of these in industry are needed. Systems of payment by results 
are being examined by an advisory group appointed by the Ministry (see 
paragraph 52) and consideration should be given to following up the work 
done by this group. (Paragraphs 56, 62 and 65). 

155 Management Consultants. There is a need for the wider use of management 
consultants and for the consultants themselves to make a more radical approach 
to problems of efficiency, particularly questions affecting management of labour. 
We think there may be scope for the Government to encourage these develop- 
ments and that possible ways of doing this should be examined by the Ministry. 
(Paragraph 21). 

156 Statistics. These can provide a useful guide to the general state of labour- 
management relations and morale of workers. It would be helpful if individual 
firms had a general yardstick against which they could measure their own 
performance. The Ministry should examine the possibility of producing further 
statistics for this purpose. (Paragraph 30). 

157 Security and Status. Quite apart from legislation (the Contracts of Employ- 
ment Act and the Redundancy Payments Act) there is need for improvement on a 
voluntary basis. Improvements which should be encouraged by the Government 
include the extension of staff status, protection against arbitrary dismissal, 
sick pay, occupational pensions and decasualisation. The cost of many fringe 
benefits is important in relation to incomes policy. The current survey by the 
Ministry on this will be valuable and we think information might be collected 
periodically. (Paragraphs 66 — 93). 

158 General. There are subjects discussed in this report, and others which 
affect efficiency, on which we do not in this section make specific suggestions for 
further action. An inter-departmental group has, however, been set up to take 
this report and our recommendations as its starting point and keep under 
review action to promote improvements in attitudes towards efficiency. 
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5. Summary of Conclusions 



1 Introduction: There is scope for more research into factors affecting attitudes 
to work. 

2 The Role of Management (Part 1). Good management is of the greatest 
importance in influencing workers’ attitndes. It is management’s task to 
balance the interests of the difierent groups concerned with the firm’s activities, 
which cannot be fused into a common purpose (paragraphs 1. — 7). Workers 
act not only as individuals but also as members of work-groups (often informal) 
and incentives to the individual will not alone ensure efficiency (paragraphs 
8 — 12). Managements decisions must be made in the light of objective analysis 
(paragraphs 14 — 16); consultants can help and the Government should consider 
how their use may be encouraged (paragraphs 18 — 21). Management, including 
personnel management, must itself be efiflcient; improvements in selection and 
training should help (paragraphs 22 — 25). Management must value, and be 
seen to value, fairness (paragraph 27). Its general objective must be to build 
up an atmosphere of trust and confidence (paragraph 28); statistics giving 
indications of morale can be of value (paragraph 30), but there is no single 
solution to the industrial relations difficulties of different firms and different 
industries with varying problems (paragraph 31). 

3 Aspects of Management Policy (Part 2). The foreman’s position is important 
and difficult; his managerial role should be defined and he should be given the 
authority he needs. Better selection and training will help (paragraphs 32 — 36). 
Middle management has its own problems and training is needed in managing 
people and in studying problems of organisation; promotion policies can help 
(paragraphs 37 — 42). Written codes of practice can have advantages (para- 
graphs 43 — 45). 

4 Pay is very important but industry does not devote enough thought 
and research to pay systems. There is evidence that incentive pay schemes 
can raise productivity, but there is no one pay system tliat should be Universally 
adopted (paragraphs 46 — 52). Piece-rates have disadvantages and industry 
should reappraise their value (paragraphs 53 — 57). Collective bonus schemes 
have attractions but also pose problems; they deserve further study and 
publicity (paragraphs 58 — 62). More knowledge should be promoted of both 
the advantages and the difficulties of other solutions such as measured day 
work, high day rates and merit-rating (paragraphs 63 — 65). 

5 Improved security and status for workers have a very important effect on 
attitudes (paragraphs 66 — 68). Consideration of “all-in” settlements including 
fringe benefits should be encouraged and information about the cost of fringe 
benefits should if possible be collected periodically (paragraphs 69 — 70). The 
granting of staff status to manual workers, though not without difficulties, 
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can be of great value and information about developments should be publicised 
(paragraphs 71 — 80). Efforts to develop procedures giving effective safeguards 
against adequate dismissals should continue (paragraphs 81 — 85). The 
Redundancy Payments Act and earnings-related sickness and unemployment 
benefit are to be welcomed (paragraph 86). Sick pay schemes make a useful 
contribution to security and should be encouraged (paragraphs 87 — 88). 
Pension schemes are also helpful and transferability of pensions would increase 
their value (paragraphs 89—90). Casual employment is a major cause of 
attitudes resistant to change and the Government should take a positive attitude 
towards decasualisation (paragraphs 91 — 93). 

6 Good communications are not a substitute for good management, but 
they should not be neglected. They require more attention as the size of under- 
takings increases. The initiative must be taken by management. The Ministry 
of Labour should continue to promote improvements (paragraphs 94 — 105). 
Joint consultation can do much to influence attitudes, if properly understood; 
it cannot create a common purpose between management and workers, but it 
can enable management to explain proposals to workers’ representatives and in 
the light of discussions to reach decisions which take workers’ views into full 
account. Management must be ready to discuss important issues and the role 
of workers’ representative is both important and difficult (paragraphs 106 — 
113). Training for shop stewards may help; the Ministry of Labour should 
consider whether more needs to be done (paragraph 114). Legislation requiring 
joint works councils to be set up is not recommended (paragraph 115). 

7 Co-determination as practised in some foreign countries does not exist in 
the United Kingdom, though joint consultation has reached a high level in 
some companies and this deserves further study. It is not recommended that 
compulsory co-determination should be introduced (paragraphs 116 — 121). 
Profit-sharing, though practised by some very good firms, has disadvantages; in 
the right circumstances it may help, but no great hopes should be founded on 
its extension (paragraphs 122 — 125). Job satisfaction is influenced by many 
factors, including the public image of the organisation, the work-group, the 
way work is organised and promotion prospects; more research into these 
might well be useful (paragraphs 126—135). 

8 Employers’ Associations and Trade Unions {Part 3). Employers’ associations 
tend to be negative in outlook, but they fulfil a necessar y function. They should 
adopt a more progressive attitude, look ahead more and improve their service 
to members. Mergers with trade associations would promote efficiency. Their 
influence on questions affecting workers’ attitudes has been less than it should 
be. The considerations which should influence Govermnent attitudes towards 
them should take account of the activities of the Confederation of British 
Industry and of the report of the Royal Commission on Trade Unions and 
Employers’ Associations (paragraphs 136—143). Trade unions are often 
criticised, sometimes unfairly, for being too traditionalist. There are limits to 
their influence on workers’ attitudes. Improvements in the structure and 
organisation of the trade union movement would remove some obstacles to 
progress. What is needed is an efficient and well-organised movement, in close 
touch with both its membership and with general social and economic develop- 
ments. Here again the report of the Royal Commission will be important 
(paragraphs 144 — 148). 
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9 Action by the Government {Part 4). The Ministry of Labour should develop 
its efforts to promote sensible labour managenaent practices (paragraph 150). 
In particular, it should extend its knowledge of current thinking and develop- 
ments in industry and strengthen its Industrial Relations Service (paragraphs 
151—152). It should examine the problem of improving personnel manage- 
ment (paragraph 153); consider following up the work being done on systems 
of payment by results (paragraph 154); examine ways of encouraging desirable 
developments in the use of management consultants (paragraph 155); examine 
the possibility of producing statistics giving a guide to labour-management 
relations and morale (paragraph 156); encourage improvements in workers’ 
status and security and consider collecting periodically information about the 
cost of fringe benefits (paragraph 157). 
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